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Scope and Objéctive of Proposal

This memorandum outlines. s proposal for a completely fresh
approach to one of the major problems facing the Western World -- how
to assist the less-developed countries to achleve the economic,
social and political strength they need to grow and develop in
freedom. :

It is appropriate that this fresh approach be undertaken at
the beginning of the decade of the sixties--a period that may properly
be known as "the Decade of Development!,

In this decade, the indusgtrialized nations of the free world
can, by thelr assistance, enable many of the less-developed countries
in Asia, Africa, and TLatin America, including India, Pakistan, Turkey,
Brazil, and Taiwan, to achieve self-sustalined growth, This is a
realizable goal if the United States, Western FEurope, and Japan
together provide increased resources for development and
extend such ald on the basis of criteria essential to the effective
achievement of development., This is & decade of opportunity --
opportunity to get many of the nations now in a transitional status
over the hump and away from continued dependence on extraordinary
(ﬁxternal assistance,

The foreign policy advantages for the United States of such a
result are apparent., The existence of an enlarged community of
self-reliant, free, and well-developed nations will significantly
improve the free world security outlook and reduce international
tensions. :

This objective cannot be achieved unless we can command both
the will and the resources. If we are to succeed in this great
endeavor the next ten years must be a time of concentrated effort.
Quite obviously we must mobilize the resources of the industrialized
nations of the entire free world and coordinate these multi-nation
efforts for maximum effectiveness. We must be liberal in our aid
programs but at the same time insist upon hard criteria.

One should not underestimate either the magnitude or the
complexities of the task before us, For this task our present
foreign assistance brograms and operations are  wholly inadequate.
They are based on obsolete, poorly articulated, and often mutually
inconsistent objectives, They are administered within a thaphazard
and irrational organizational structure, They have been authorized
by Congress in bits and pleces of legislation, enacted at different times,
and serving disparate purposes. Today, the entire structure of foreign
aid legislation is encrusted with barnacles which impair flexibility
apd impede progress.

(;' This memorandum outlines the essential elements that must
enter into a complete revision of the scope, objectives, and

organization
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organization of foreign assistance. The memorandum consists of
four parts:

Present Foreign Aid Programs ‘

I -
IT - Conceptual Requirements for a Coherent Program
IIT - Financial Requirements ‘

IV ~ Questions for Decision

There are, in addition, three annexes:

A, Congressional Emphasis on State Department
Control of Foreign Aid,

B. The Organization Proposed,

C..”A_Financial Plan for Speeding the Growth
.61 the Less-Developed Areas.
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I. THE PRESENT FOREIGN AID PROGRAM

A,  Present Institutional Strusture

The present orgaﬁigétgdhglﬂﬁfiﬁotuﬁe for the administratien of
foreign assistance 1s shown on the chart facing this page,

As this chart discloses,” foreign assistance programs are
presently being prvrided through a number of government agencies and
departments,

1. The Export-Tmport Bank

The Export-Import Bank was created in 193l as an instrument

Tor promoting the export tirade of the United States, TIts leans are
generally for specific purposes and atfqr.reasonable assurance of
repayment, Increasingly, in the last decade, 1ts leans have been
for specific development projects and on long (10-20 years) terms,

- Its loans are repayable in dollara, Tt is erganized as a corperatien
and is_centrolled by a Board of Direstors appeinted by the President;,
It is net subject to the contrel of the Secretary ef State other than
by persuasien., Its legislation gpecirically”ppqvidoa~tpat the Bank
shall be an independent agency and that nene of its functiens,
powers, or duties shall be transferred to any other agency of the

. 1

Government unless Congress shall so provide by law,

2, The Development Loan Fund

This Fund, established ﬁy‘tnefCongréqsfgn'1957,Lia organized
@3 a corperation, It 1s adminis tered by g Managing Director but 1s
~8ubject to the control of a Beard of D;rQCQQrs.,_Tng'Eaaﬁd functiens
pursuant te the foreign policy guidance of the Secretary of State and
is under the chairmanship of the Under Secretary of State for Ecenemic
Affairs. The Development Loan Fund hag a;smail”sbaff'censisting of
155 people which processes applications’forfloans for development
projects and administers those loans, Its loans may be repayable
In dellars or the currency eof the berrower., The Fund maintains ne
pPersonnel overseas bub relies instead en the overseas misslons of the
ICA, It has become the principal development lending arm of the

UnitodVStates Government,

3. The State Department

The Department, by virtue of delegation ef authority from
the.Brosident,'ia'roapepgiblo for coordinating all aspects of the

Mutual

CQNFIDENTIAL
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Mutual Security Program and assuring its compatability with fereign
policy ebjectives, In additien, various bureaus of the State Depart-
ment have jurisdiction over centributiens te internatienal aid
programs subject to the appreval of the Under Secretary of State for
Economic Affairs, These programs inciude those ef the United Nationms,
the Organlzation of American States, and the International Cemmissien
for European Migratien. o

. Thé:Iﬁtérnaﬁional“C@operatien Administration (ICA)

' The ICA was established within the State Department in 1955
pursuant to the authority of the Mutual Security Act ef 195l., It has
a staff of 14,4400 peeple (this includes foreign nationals employed
locally in field missiens, It empleys 1,900 people in Washingten,
and presently maintains 66 everseas field missions, Fifteen more
missions are being established. It is administered by a Directer
and is subject to the directien and contrel of the Under Secretary
of State for Economic Affairs, The ICA conducts programs in the
following categories:

(a) Defense suppert
(b) Special assistance
(¢) Technical assistance

(d) Ald te certain programs conducted
by multilateral agencies

: ‘In addition, the ICA administers certain aspects of the
Agricultural Trade and Develepment Assistance Act (Public Law 1480).
Principal respensibility for this Act, hewever, rests with the
Department of Agriculture.

5. The Department of Defense.,

This Department administers military assistance threugh the
military services, unified commands abroad, and military assistance
advisory groups (MAAGS) statiened in recipient countries, Pregrams
of military assistance are subject to the approval ef the Secretary

of State through the office of the Under Secretary of State fer
Economic Affairs,

6. The

CONFIDENTIAL
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6. The Department of Agriguiturof_

The Agriculture Department administers the dispesal of
agricultural commodities under Public Law 180, These cemmodities
are made available principally for sale fer local currency te under-
developed countries and constitute an impertant part of eur foreign
assistance effort, The terms and cenditions of such transactions
are fixed by an inter-agency cemmittee chaired by Agriculture., The
negotiation ef sales agreements, however, - 1s conducted by the
Department of State. _

7. The Treasury Department ,

- This Department chairs the National Advisery Ceuncil en
International Monetary and Financial Preblems (NAC), Other members
of the Council are State, Commerce, Expert-Impert Bank, and the
Federal Reserve Board. The Council ceoordinates the pelicies and
cperations of all agencies of the U.S., Government which make or
participate iIn the making of foreign loans er engage in foreign
financial, exchange, or monetary transactiens. Through this

(:}mechanism Treasury has direct coentact with the aid program.

B. Arrangements for Coordinating Separate Aid Agencies

1, A substantial part of our fereign assistance effert - although
net all - is coerdfnated by the Under Secretary ef State fer Ecemomic
Affairs who serves as the Mutual Security Coerdinater, These pewers
are derived from the President by delegated authority through the
Secretary of State.

2. As Mutual Security Ceerdinator, the Under Secrebary exercises
directien and contrcl ever the Internatienal Cooperatien Administratien

and the Development Lesh Fund, ~as well as the Tereign assistance
operatiens el EEe Department of State, and assures their coerdinatien
‘with pregrams ef military assistance, '

~ 3. The Mutual Security Coordinater carries cut his responsibilities
through a small staff ef approximately twenty-five officers, This
staff assists him in performing the fellowing functiens:

(a) Determining

CONFIDENTIAL
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(a) Determining the overall amount of ald funds to be
presented to the Bureau of the Budget each year;

(b) Allocating appropriated resources among aid categories
and functions in the light of planned requirements;
reviewing and approving proposed programs; '

(c) Preparing and conducting the annual presentation to the
Congress; :

(d) Coordinating the carrying out of the annual programs
under the Mutual Securlty Program,

The Under Secretary of State does not have policy control
over the development lending of the Export-~Import Bank. He has
only negative control of activities with respect to the provision
of agricultural commodities under Public Law 80 administered by
the Secretary of Agriculture.

5. Coordination of the financial terms and conditions
attached to aid is the responsibility of the Treasury Department
operating through the NAC,

(h? C. Deficlencies of Pregent Arrangements
Present aid arrangements are deficient because:

1. DPiffusion of responsibillity

The multiplicity of ald programs and diffusion of adminis-
trative responsibilility inhiblt concentration on a single. coherent
objective.

2.' Legislative patchwork

The various programs depend upon a patchwork of legislation
which contains disparate and sometimes conflicting criteria.

3. Ineffective policy control

The limited extent of control and direction of foreign
assistance vested in the Secretary of State makes it difficult
to employ foreign assistance as a completely effective tool of
foreign policy.

li. Short-term funding

The dependence of the programs on annual appropriations
- makes 1t Impossible to assure the Tldw:of resources over an adequate
(ﬁj period and inhibits effective development planning. At the same

time, the
CONFIDENTIAL
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time, the 1lnability of the United States to provide assurances
of the avallabllity of future aid makes 1t difficult for us to

apply, and for recipients to conform to, the tough criteria
essentlal to serious development.

5. Administrative barnacles

The flexibility and effectiveness of the programs are
impaired by complicated and time-consuming administrative
practices and legal procedures developed over more than a decade.

6. Loss of ﬁublic Support

The complexity and lack of coherence in the organization
and administration of the program, together with the staleness and
pedestrianism of the present approach, have greatly diminished
public support.

7. Lowered morale

The morale of those administering the programs has been
eroded by inadequate leadership and lack of coherent programs in
past years. Existing agencles have suffered a loss of prestige and
can no longer attract competent personnel.

8. Confusion abroad

The conflicting jurisdiction of the 1ndividual agencies
leads to confusion 1n the field missions., It results in delaying
needed decisions and actions and creates a sense of frustration
and futility. Because the féeld missions cannot be assured of
adequate support from Washington they cannot exert the necessary
leverage on the recipient governments.

9. Adeguate concepts

Under existing legislation aid is available for categories
of assistance which do not respond to present day aid concepts.
In addition, the termlnology employed in the aild legislation is
obsolete,

CONFIDENTIAL
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11, CONCEPTUAL REQUIREMENTS OF A NEW PROGRAM

A, Changlng Objectives for Foreign Assistance

1. The disparity in objectives between different aspects of
our forelgn assistance activities reflects historical responses
to a shifting world scene.

2. Our approach to foreign assistance has gore through
several phases:

(a) In the immediate post-war period the United
States was concerned with the rehabilitation
of the major countrles of Europe in order to
a3sist them to resist Communist subversion,

(b) With the enunciation of the Point Four Program

' in 1949 we undertook to provide technical
assistance to under-developed countries on an
expanded basis,

(¢) In the immediate post-Korean war period the

United States, under Secretary Dulles, under-

(:) took the construction of an elaborate system
of alliance to contain Soviet power, Forelign
assistance programs were designed and employed
primarily to secure and strengthen those
alliances, Such programs bore a strong
military emphasgis

B. The Modern Objective

l. In recent years we have learned that limiting our aid
brograms principally to the narrow purpose of securing military
alliances does not necessarily advance U.S. security and political
interests. The rapid crumbling of coloniel structures has pre-
sented the industrialized world with the urgent need to help
newly emerging peoples, We now recognize that our security is
related closely to the ability of these countries to develop and
grow in freedom,

2. A new concept of foreign assistance has thus devel oped,
We muat provide assistance to aid the new nations to develop the
hepe and reality of economic, political and social advancement,
Only in this way can we create an enviroament in which their
energies can be devoted to constructive purposes.

3. The United States should no longer insist that the newly
emerging nations become active partisans of the West, It is

(:) . enough
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eneugh that they attain the strength, self-respect and independence
te resist being drawn helplessly ‘inte the Soviet erbit,

L. Te attain those goals they must be enabled to develep their
economies and institutions at a sufficiently rapid pace to previde
the premise that they may ultimately become self-reliant members
of the cermunity of nations.

C. Aid Must be Tailored to Differing Stages of Develepment

‘1. Countries requiring aid differ widely not enly in their
present stages ef develepment but also in their possibilities
of develepment. Our foreign assistance toels must be sufficiently
adaptable te take this inte acceunt.

2, Certain countries, for example, do not have the indigenous
resources to achleve economic viability. Nevertheless, it may be
necessary for the United States to continue to provide assistance
to sustalin such countries for strategic reasons. An example of
such a situation is Jordan.

, 3. Other nations, such as many in Africa, are not yet ready
for substantial economlc development. They have not yet reached
the point where they can absorb a large infusion of external
resources, Their primary need at the moment is for aid in the
development of human and institutional resources, particularly

in education and in planning, together with resources to establish
basie infrastructure facilities.

4. A third category includes nations like the Republic of
China which have the potential capacity within the foreseeable
future effectively to mobilize their own resources, and thus be
able to use additional external developmental resources. In the
interim, they will require transitional assistance to move their
economies to a more advanced state.

5. The final category includes nations such as India which
have the capaclty to absorb a substantial resource input and which,
with adequate aid effectively utilized, can move rapidly towards
the development of a self-sustaining economy. Their principal
requirements are for development assistance.

D. Development Requires an Assured Continuity of Aid Resources.

1. To be able to bring about an adequate pace of development
for countries which are capable of more rapid growth, the United
States must be able to provide not only adequate resources but a
sustained input of resources. This 13 necessary for two reasons:

(a) Countries can plan development only on the basis
of a predictable input of resources over a span
of years.

(b) The
CONFIDENTIAL
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(b) The assurance of a substantisal input of resources
i1s also necessary to induce or enable governments
of under-developed countries to impose the disci-
pline prerequisite to economic and social development,

2, The present Mutual Security Program lacks the requisite
authority and funds to provide the assurance of sustained aid
input which 1is needed,

E. Development Planning Should Emphasize a Coordinated National
Program Rather Than a Project Approach

1, Most of our present developmental assistance is provided
for specific projects. In many cases these projects are not
carefully considered with a view to their total effect upon
economlc development for the recipient nations as a whole.

2. Most reciplent nations do not have either the will or the
technical ability to make national plans on a systematic and
scientific basis, They must be encouraged to undertake Planning
by the promise of future assistance, Moreover, they muat be
gulded in this effort by competent experts in our country missions.
Unfortunately, in most cases such experts are not now available,
The chaotic state of our mutual security programs and the dis-
Jointed administration of those programs have made it impossible
to attract such experts in sufficient numbers,

ram Requires Ce Contrel and
Direction

1. At the moment there 1s no single United States agency
providing forelign assistance to which representatives of under-
developed countries may apply for aid., As a result, such
representatives tend to be confused when seeking assistance
from this country.

2, Our foreign assistance programs should be centrally
controlled and administered., Effective planning and careful
administration of resources are possible only 1if all ma jor
aspects of assistance, planning, and operations are gsubject to
central direction,

3. This requires the creation of a single agency for foreign
economic assistance, The organizational structure of the proposed
single agency is shown in the chart on the facing page. In order
that the purposes of this ageney will be identified with the
modern objectives of development, it is proposed that it be
called the "Growth for Preedom Administration,"

G. The "Growth

CONFIDENTIAL
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G. The "Growth for Freedom Administration” Must be Subjiect to
the Forelgn Pollcy Control of the Secretary of State.

l, Our forelgn assistance programs must be administered 1in
support of the forelgn policy objectives of the United States.
This means that there are only two men under our constitutional
system who properly have the authority to determine the uses

and application of foreign assistance, They are the President
and the Secretary of State.

2, Suggestions have sometimes been made that tlk® complete
control of foreign assistance should be entrusted to an adminis-
trator directly responsible to the President, Secretary Dulles
was originally a strong proponent of this view, However, this
position was repudiated by the Congress in 1954 when it insisted
that the President abolish the Forelgn Operations Administration

and transfer its functions to the .State Department. The conviction

that the foreign aid function should be sub ject to the control of
the Secretary of State has been repeatedly expressed by Congress
ever since, as shown in Annex A,

3. Since foreign assistance 1is a ma jor instrument of our
foreign policy, to place its contrel outside of the State
Department would mean that the President had two competing
agencles conducting foreign policy, Since the ability to
dispense resources is an important foreign policy tool the
Secretary of State would be under am almost fatal disability in
conducting our foreign policy effectively if he could not control
the use of this tool,

4. An aild organization outside the control of the Secretary
of State would mean further thst. all differences of opinion
between him and the aid administrator would have to be appealed
directly to the President,; unless it were decided to establish
a First Secretary in the White House superior to the Secretary
of State.

5., This problem has largely been avoided under the exlsting
arrangements. The Secretary of State through his designess, the
Under Secretary for Economic Affairs, now has the power to make
decisions in disputes between the regional bureaus of the State
Department and the principal agencles administering aid programs,
The Under Secretary, acting for the Secretary, can in this way
bring foreign policy considerations to bear on the administration
of ald programs while at the same time preventing the use of
ald resources to serve short-term purposes at the risk of
defeating longer-range political objectives,

6. On the
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. 6, On the basis of these considerations it is recommended that
a Growth for Freedom Administration be established as follows.

(a) Operational responsibility for the program would
be entrusted to an Administrator.

(b) The Administrator would conduct the Growth for
Freedom program subject to policy direction and
control of the Secretary of State who would
exercise this authority through the Under Secretary
for Economic Affairs.

(c) The economic planning and programming functions
presently entrusted to the Mutual Security
Coordinator would be transferred to the
Adminigtrator.

The exact manner in which-the organization would function
is described in Annex B, - '

H. Military Assistance Should be Kept Distinct from Economic Assistance

G 1, The authority for military assistance is contained in the
Q hutual Security Act. In order to demonstrate clearly the peeceful

purposes of economic assistancé, it 1s recommended that military
assistance hereafter be covered in separate legislation providing for
permanent authorization and inclusion in the Defense budget.,

2., At the same time programs for military assistance should
continue to be subject to foreign policy control and approval by
the Secretary of State even though administered by the Department
of Defense. Military assistance programs supply us with a major
instrument of forelgn policy. :

3. The policies underlying military assistance should be
'subjected to critical review and reappraisal looking toward more
realistic levels of military forces in recipient nations. We
should avoid building up excessive military establishments. The
training and utilization of military forces to contribute to the
civic and economic welfare and growth of the nation should be
emphasgized,

The establishment of a State-Defense task force for the
purpose of such review is already underway,

I. Aid Must Continue to be Available for Other National Objectiwves

1. Economic assistance is required for other than development

urposes. Such ald may be needed to enable the recipient nation to
upport defense forces as in Korea, In other cases the United States
may employ the offer of economic aid as an inducement for the

CONFIDENTIAL en joyment
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the enjoyment of strategic facilities or privileges as in Libya,
In still other cases it may be necessary to prevent political or
economic consequences inimical to our national interests as in
Bolivia, ' E

2, While recognizing %he necessity of employing aid for such
strategic purposes, emphasis should be placed on the limiting of
such ald as severely as possible.,

J. To the Extent Possible Our Aid Program Should be Coordinated
With the 'Programs of Other Industrialized Countries,

1., The coming into belng of the OECD should make possible a
much greater degree of coordination between the major supplying
nations in assisting the development of under-developed countries,

2, The extent to which increased aid efforts can be snlisted
from other imdustrialized countries depends to a large extent upon
the establishment of our foreign assistance programs on a continu-
ing basis and upon our willingness to increase cur own aid efforts,

K. The Proposal for Legislation - The Growth for Freedom Act

The legislation would cover the following major provisions:
1. A declaration of purposes. |
2. Establishment of Growth for Freedom Administration
3., Development planning
a8, Economic Development Office
b, Development Research program
s Fund for Economic Growth
5. Education and Human Resources Development Fund
6. Food for Peace
Teo Sun%luses for Development
8, Transitional, Sustaining, and Emergency Aid
9, Contributions to Multilateral Organizabion
10, Personnsl
a. Develepment Career Service

b. Peace Corps

CONFIDENTIAL
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The Growth for Freedom Act would contain the following major
provisions:

1. Purposes

(1) To Jjoin with other developed countries in using our
common economic strength to fubther the growth of human and material ?
resources of less developed countries under free institutions., ~—v-o

({i) To cooperate in developing and financing workable
long-term programs for achleving such growth along lines that are
responsive to the vital long-term economic, political and social
concerns of the peoples of the less developed countries,

{11i1) To maintain and promote the political and economic
stability of friendly countries,

2, Administration

(1) To establish a new Growth for Freedom Administration,
subject to the foreign policy direction and control of the Secretary
of State, to administer all U,S, asslistance intended to further the

(ﬂ\ above purposes,
~ (ii) To authorize the administrative expenses of the agency.

3. Development Planning

(1) To authorize the establishment of an Economic Develop-
ment Office designed to assist less-developed countries in establishing
well-conceived programs for the economic, educational and social
growth of the country. The office would be authorized to furnish.
such assistance to foreign countries either directly or through
private or multilateral institutions,

- (ii) To authorize the establishment of a research and
development program. It would be authorized to undertake, in
cooperation with private and international institutions, research
programs on ways and meansg of fostering more effectively the growth
of free and independent societies in the less-developed areas.

L. Fund for Economic Growth

a. Slingle Development Lending Agency

- This Fund is intended to meet the needs for loans to
promote growth in less-developed countries which have 1little or no
capacity to service loans from normal lending institutions,

(i) It would be

CONFIDENTTIAL
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It would be the principal development lending organization of the
U.S, Government. The Export-Import Bank would continue as an
independent lending agency stressing the promotion of U.S.
exports, It would, subject to foreign policy guidance, make
development loans particularly in those countries capable of
servicing dollar loans on normal terms and conditions.,

b, Use of Public Debt Authority

The Fund would be financed primarily through public debt
authority, but such authority would not be used to finance loans
repayable in local currency, A relatively small annual appropria-
tion will be required to finance those loans that are to continue
to be issued on a local currency repayment basis,

c. (Currency of Loan Repayment

For the most part, it is believed that more effective
multilateral action in development lending will result if all
nations accent loans repayable in their own currencies, although
the terms of the loans may otherwise be as generous as circum-
stances warrant, Moreover, local currency payment will, if
continued at current levels, give rise to accumulations in U.S,
hands of such large quantities of local currencies from repayment s
of development loans and from PL 180 sales as to give rise to
serious political and economic problems,

d. Legislation on Lending

The Act would thus require the following provisions:

\/ (1) To authorize dollar repayment loans on terms as
h

ard as circumstances of the recipient country will permit,

to finance programs for the development of the physical

resources of less developed countries. Such loans could be

used to finance either specific projects or programs for

lmporting commodities essential for implementing such development.

(i1) To authorize borrowing from the Treasury up to
$8 billion, an amount deemed adequate to cover requirements
over a four-year period,

(iii) To authorize annual appropriations ($500 million
in four years) for lending repayable in local currencies.

(iv) To authorize guaranty of extraordinary risks of
private investment by U.S. citizens in less~developed countries,

5, Education

CONFIDENTIAL
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S. Education and Human Resources Fund

*

(1) To authorize the provision of technicians, demon-
stration equipment and related supplies; to help construct,
organize and support public and private institutions in the

flelds of "education, agriculture, government administration and
health, et al,, to support and stimulate policies and programs
designed to encourage and promote the establishment of more
progressive political, economic and social practices and
ingtitutions,

(11) To authorize commitments and appropriations of
$525 millidn, an amount deemed adequate to meet the requirements
for such commitments over the next two years.

6., Food-for-Peace

(1) To provide authority for furnishing U.S, surplus
agricultural commodities to friendly nations through sales for
local currency and grants for famine relief voluntary agency
programs, and other grants of such commodities in support of
the general purposes of the Act,

(ii (i1) To provide authorization without limit for
reimbursing the Commodity Crédit Corporation for commodities
to be supplied for this purpose over a four-year period,

(11i1) To provide appropriation for $1.5 billion required
for such reimbursement in FY 1962,

7. Surpluses for Development

To authorize the utilization of non-agricultural commodi-
ties or equipment (military equipment and stockpile holdings)
owned by U,S. Government entities which are surplus to their
requirements but which would contribute to the programs and
purposes of the Growth for Freedom Act. Such surpluses would
be contributed to recipient countries on a grant, local currency
sales, or dollar repayable loan basis, The Act would authorize
annual appropriation to reimburse the U.S., Government entities
owning such surpluses, -

8. Transitional, Sustaining and Emergency Aid Assistance

Aid in these categories is envisaged as being primarily
on a grant basis, annually authorized and approprlated,

(ﬂ\ a8, Transitional

CONFIDENTTAL
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a, Transitional Assistaaee

, , Would be provided as required to assure political and
economic stability of friendly natiocns not yet able to qualify for
devel opment lending in adequate dimension to satisfy thelr basic
needs, but which can achleve such ability in the foreseeable
future. Concept envisages progressive reduction and eventual
ellmination this category of aid. Appropriaticns for FY 1962
would be about $213 million.

b, Sustalning

Assistance

: Would be provided to those countries to which such
assistance is essentlal for the maintenance of political and
economic stability and lacking prospects for early development,
and to those nations requiring continued help to provide forces
or facilitles of Importance to U.S. security. Appropriations
for FY 1962 would be about $,;87 miliion.

'c. Emergquy Ald

Would be available as at rresent through Contingency
Funds to meet emergency situations for which cther resources are
(j: inadequate. Appropriation for FY 1962 would be $250 million.

9. ranizations

. To authorize grants to lnternational organizations whose
activities promote the purposes of the Growth for Freedom Act,
Such grants would be financed through annual authorization and
gppropriatien; Por FY 1962 appropriations of $175 million would

e needed,

10. Persohnel

a, Development Career Service

(1) To authorize én»officer complement adequate
to staff both field and Washington requirements for
administering programs authorized under the Act,

(11) To authorize & ressrve complement adequate
to meet the reguirements of the Act for techuicians
and specialigts,

This Career Service should either be within, or
closely allied to, the regular Foreign Service of the
United States. However, its establishment would not
preclude the employment on other bases of specialized

CT: personnel.

b, Peace Gorpg
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b, Peace Corps

To authorize the establishment of a Peace Corps
to facilitate the utilization of American citizens
who wish to participate directly in contributing to
the growth of less developed socisties, To authorize
provision of funds to finance the expenses of such
volunteers,

CONFIDENTIAL

Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7



Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7

C

Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7




Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7

(™ CONFIDENTIAL
L

ITI. FINANCIAL REQUIREMENTS

A,  Current Levels of Economic Assistance.

1. The United States and other nations of the free world are
currently providing economic assistance to less-developed nations
in an amount aggregating about $5.5 million per year.

2, Of the $2.2 billion of appropriations sought in the ‘last
Eisenhower budget for economic assistance under the Mutual Security
Program, between $1.5 billion and $1.75 billion was to be used. to
secure national objectives, such as base rights, the maintenance of
military forces, or the avoidance of political or economic instability.
Thus, promotion of economic growth engendered by these resource trans-
fers was an incidental effect,

3. In the case of the other developed countries, their assistance
has been overwhélminglydirected toward maintaining stability in their
colonles, cughioning their transition from colonial status, promoting
export markets or paying repargtions.

ll. This dimension of assistance is seriously inadequate to meet
the needs of the less—developeé countries, The result is to encourage

/F\competition for larger allocations by recipient countries through

\hldramatizing short-term political problems and avoiding the task of
long-term planning, ’

B. The Dimension of Economic Assistance Required for Speeding
Economic Growth, TT

[

1. It is proposed that the industrialized countries of the free
world cooperating through the QECD commit approximately $30 billion
during the four years beginning July 1961 in the form of economic
assistance to the less-developed areas.

2, This should represent an increase in commitments of $8 billion
over the four-year period above the rate of current commitments for
economic assistance. It is proposed that this increase be shared

V/ equally between the United States and its associates.

3. This proposal reflects a conviction that a significantly
enhanced availability of resources over a period of years is

essential.

(j\ CONFIDENTIAT
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essential, Aid must be directed primarily toward attaining constructive
and realistic objectives, toward amelierating the basic problems of
less-developed societies and teward esteblishing a sense of econemic

and social progress, Less~developed countries need well-defined and
realistic development goals adapted to their individual situations and
capaclties, To achieve these purposes requires an environment in which
mere generous access to resources is accerded those who demenstrate

an ability te employ them teward constructive ends.

L, The;ﬁerequisites of an effective redirection of aid to promote
development are the fellowing: o - : o

(a) An incressed dimensioen of resources,

(b) An ability to make leng-term commitments to higher
- levels of assistance.

{c) An emphasis on declining avallabilities ef assistance
v/ . feor purposes other than ;gggzggggfszgggpg

L (d) An initiative by aid-giving countries in undertaking
. - the formulation, organizatien and execution ef leng-

term programs in partnership with lesser-develocped
countries,

C. Bases for Estimates of Requirenents'for U,S. Economic Assistance.

1, The estimates shown in the tables in Annex C are rough
approximations designed to previde the basis for a Presidential
decision regarding the order of magnituds of foreign economic
assistance, They are based in part on an elaborate review last
fall of estimates prepared by field missions last summer,

2, If these estimates are accepted as erders of magnitude, they
must be subjected to a critical analysis and review before the deteiils
can be presented or defended before the Congress,

3. The estimstes do not contain any provision for anticipating

gongressienal cuts, ICA and DLF efficers believe them dangereusly
ov, ,

i, The estimates
CONFIDENTIAL
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Commitments, FY 1962-65

;(millions of dollars)

Cumulative

FY 1962 : " FY 1963 FY 1964 FY 1965 FY 1962-65
5,340 5,275
5 Billion  lotal* 4,905 $ 20,000 *
4,475
4 Billion.
, 160 3,190
3 Billion T ¥ 10,900
2 Billion 11965
'l;'evelb ment
y
1 Billion %27
o ' 7 R

FY 1962 FY 1963 ' FY 1964 . FY 1965

* Total includes estimated $1.5 billion per year
of agricultural surpluses under the Food-for=-Peace
Program which may be used for both development and
non-development. Cumulative totals are rounded.
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L. The estimates for other DAG members are based on their official
expenditures in 1959, They should be expected to undertake commit-
ments at a rate $1 billion higher than the current rate,

5. The estimates assume (probably incorrectly) that the $500 million
Latin American supplemental appropriation for FY 1961 will meet social
development needs in Latin America for the L year period,

D, The Estimates.

ééﬁﬁitmenﬁs Required,

1, Theée proposal calls for the commitment of resources by the
United States over the next four years in an amount totalling $20
billion, "of which $6 billion would be used to reimburse the Commodity
Credit Corporation for agricultural commodities,

2, Commitments of resources required by these proposals are:

ITOTALS
F.Y. 1962 $l..4,75 billion
S F.Y. 1963 4905
F.Y., 196l 5.340
F, Y. 1965 5.275

Commitmenté under the Eisenhower budget would have totalled
$h;202 i FY 1962, Thus, an increase of commitments in FY 1962 of
approximately $275 million is proposed.

1. In order to meet the need for an increased availability
of resources and the capacity to make long-term commitments the
burden of authorization requirement would vary sharply from the
commitment pattern,

2. Authorizations required by these proposals are:

F.Y. 1962

(ﬁj CONFIDENT IAL
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FY 1962 ~ $10.255 billion ($8,0 biliion
in public debt authority)
FY 1963 1,130 billien
FY 196} . 1,690 billion
FY 1965 — 2925 billion

$1l.000 billion

3. In additien, autherity would be sought in the legislation for the
Commedity Credit Corporation to acquire agricultural products for
sale abread to be reimbursed out of subsequent annual appropriations.
at world market prices. No 1limit in this authority would be proposed,
This proposal assumes a utilizatien of that authority in the amount
of $6 billion over the four-year peried.

i, Of the $10,255 billien ef new autherizatien to be seught for
Fiscal Year 1962, $8 billien would be in the ferm of authority to
borrew funds from the Treasury te finance leng-term dellar repayable
oans, If 1t were necessary to restrict the use of this authority

C:in order to satisfy Congress, the limitation sheuld permit the use
of at least $2 billion by the end of Fiscal Year 1962, an additional
$2.5 billion by the end of Fiscal Year 1963, and an additional $2
billien by the end of Fiscal Year 196,

Appropriations,

o 1. The pattern of appropriations requested to meet the commit-
ments propesed would be different from beth the pattern of commitment
and the pattern of autherizatien, :

2. Assuming that $8 billien is made;avaiiabie through the use
of Public Debt Authority, the tetal ef apprepriations required for
the four-year period would tetal $12 bilifen. ' ~

FY 1962 $ 3,755 billien
FY 1963 2,630 billien
FY 1964 | 3,190 billien
FY 1965 . 2,425 billien
(:: $12,000 billien

CONFIDENTIAL Of this
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GROWTH-FOR-FREEDOM  PROGRAM

BUDGETARY IMPACT(Expenditures) B

(in billions of dollars)

FY 1962 FY 1963 FY 1964 FY 1965 Cumslztive
Fy 154285
k.9 —
$1741%
. $15.6 hillien
~ Reimbursements
to CCC(Agriculturalb
commodities)
Proposed Growth-for-Freedom Program i . :
®|:| Eisenhower budget(Expenditures pro‘jec@on the assumption . O
of annual appropriations and commitme at the FY 1962 . :
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Of this $12,0 billion, half or $6.0 billion would be used to
reimburse the Commodity Credit Corporation,

Expenditures,

1. The pattern of expenditures required for the program would
similarly be different from the patterns of commitment, autherization,
and appropritions. Expenditures over the four-year period weuld total
approximatelg $17.6 billion. This compares with a tetal expenditure
of some $15,6 billion which would result from an extrapelation of the
Eisenheower budget. :

2. The expenditures required by this proposal are:

F.Y. 1962 - $3.900 billion
F.Y. 1963 4.200
F.Y. 196} | Iy . 600

O F.Y. 1965 1900

$ 17.600 billion

" 3, For Fiscal Year 1962; expenditures under this propesal weuld
total about $3.9 billion as compared with $3.6 billion in the
Eisenhoger_bgdget. '

L St S S e

Budgetary Impact

1. The impact of the program on the Federal Budget is measured
by expenditures. The modest increase in expenditures preopesed by
this program should not represent mere than a small propertion of
the increase in government revenues which may be expected with a
resumption of an adequate rate of economic growth in this country.
The amount of increased expenditures involved over the four-year
period is estimated at $2 billion. Half of this amount weuld
consist of expenditures for agricultural commodities and represent
reimbursements of the Commodity Credit Corporatien.

E. Comgenunt
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E. Compenent Elements

1. Development Planning and Research,

A four-year $100 millien program is proposed to be used for
three purposes: -

a, Research in the problems of economic and social growth,

b, Assistance to less-developed ceuntries in preparing leng-
range programs appropriate to their stage of development

- and capaclty fer executien,

¢, Financing engineering and economic feasibility studies of
specific projects that are required before financing ef
such projects can be finalized,

2. Fund for Economic Growth

. . A feur-year $8,5 billien program is preposed to finance,

. through both preject and program loans, long=-range development
objectives that meet strict criteria with respect to both recipient
country self-help efforts and the feasibility and economic merit
of the particular project or program to be financed.

$500 million of this program would be in the ferm of an

éppr@priation to be used for lending against lecal currency repayments

in situations where dellar repayment is not practicable.

3, Edﬁééﬁiéﬁdand'ﬁuman Rescurces Development

A four-year program of $1,2'biiiidhfis envisaged. It is
recemmended that an appropriation of $525 million be requested to

cover the needs of the first two years. Only $250 millien would need

to be made available for obligation during Fiscal Year 1962, These
figures do net provide for the Social Development Program in Latin

America, for which separate appropriations are currently being sought,

i, Centribution to Maultilateral Institutions

A.feurayear program of $900 million is envisaged with
annual authorization and apprepriations., $175 millien would be
requested fer appropriation for Fiscal Year 1962,

5. Transitional

C CONFIDENTIAL
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5. Tranéitiona%, S_ustgining and ‘Ggg_nti_ng_oncl Ald,

The plan envisages a requirement for annual authorization
and apprepriations totalling $2.8 billion over the four year peried,
Of this amount, $945 million would be required for Fiscal Year 1962,
and progressively smaller amounts in each of the next three years,

6, Food for Peace,

The estimate here is for a program of $6 billien over the
four-year peried, evenly divided in each of the four years,

7. Peace Corps.,

- - $200 millien 1s assumed as the four-year cost of the
Peace Corps altheugh these figures lack firm foundation,

'8, Administration,

Administrative costs of $300 million ever the four

year period are envisaged with an estimated $65 miliion requested
for Fiscal Year 1962, These estimates also lack adegquate foundation
but appear reasonable orders of magnitude,

Annex C discusses the financial plan in greater detail,

(:: CONFIDENTIAL
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C IV. QUESTIONS FOR DECISION

A. Borrowing Authority

The proposed legislation set forth earlier in this paper would
seek to finance the Fund for Economic Growth through public debt
authority. Opposition to this proposal exists both on grounds of
principle and of practicality. It is argued that public debt
authority should not be used for loans on the generous terms pro-
posed since there is doubt as to the. dependability of repayment.
In addition, there would be a cost to the government to the extent that
deferral or waiver of interest payments was involved. It is also
contended that the Executive should not attempt to delay the

appropriations process in the Congress, =

There are set forth below the considerations which warrant seeking
long-term commitment authority, = Some alternatives to the use of
Public Debt Authority are also indicated, The question is clearly
one for Presidential decision, o

1. Need for Long-Term Authority

The need for long-term commitment authority is based on
two quite different sets of considerations,

8. Achievement of Development Emphasis

(A\ The first relates to achieving a turn-around in the
_attitudes of less-developed countries toward their economic develop-
ment problems and toward foreign assistance. Our objective is to

focus their attention increasingly on establishing long-term
development objectives. More particularly, they need to adopt the
politically difficult domestic decisions necessary to provide better
assurance of efficient use of both domestic resources and foreign
aid. To achleve this, the total dimension of avallable aid will
have to be increased significantly if aid recipient governments

are to believe that more generous treatment will, in fact, be
accorded to those who orient themselves toward long~term objectives.
Once substantial commitments are made to countries preparing such
plans and showing evidence of determination and capacity to carry
them, an effective example will be set for others,

b. Relation to Burden Sharing

The second set of ‘considerations relates to the need to
have an orderly sharing of the burden of foreign assistance with
other developed countries, The Government of the United States must
be prepared to offer more than its willingness to ask the Congress
for increased appropriations if the Governments of Western Europe

“and Japan are to be induced to make available to the less-developed
countries a larger dimension of resources over a period of years,

The expectations of our partners must be that our Congress will
provide less than the Administration-seeks, and perhaps substantially

less,
» ¢c. Alternative

CONFIDENTIAL ’
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c. Alternative Arrangements

Public debt authority, which avoids the need for the
Executive Branch to seek further Congressional action, would
certainly demonstrate to other aid donors our .interest in increased
development. Contract authorization, which would bind the Congress
to appropriate at a subsequent session the funds needed to meet
payments required by use of the contract authorization, would be
equally satisfactory if the contract authority is large enough.

Annual appropriations might well make as large a
dimension of resources available, but it would lack the dramatic
impact on the expectations of the less-developed countries. It
would not produce the dramatic change in past attitudes toward long-
range development planning and towards United States assistance,

d. Need to Lead:

We cannot expect a drastic turn-around in the .
attitudes and actions of other-governments unless we ourselves are
prepared to give the lead by dramatizing the change in authority
available to the Executive Branch of the United States Government,

B.  Export-Import Bank

1. Transfer of Authority

It has been suggested that perhaps half of the unused
borrowing authority presently possessed by the Export -Import Bank
and the portfolio of development loans issued in the past, together
with the borrowing authority used to finance them, be transferred to
the proposed Fund for Economic Growth. Under these proposals, this

- would provide the Fund with a capability to lend perhaps a billion

dollars plus the capacity to use repayments of several hundred million
a year,

The general conclusion has been that this would be unwise
since it would ensure opposition from many members of the Congress,
would not satisfy the need for commitment authority required by
the Fund for Economic Growth, and would run an unnecessary risk
of losing an existing asset.

2. Fubure Export-Import Bank Role
The proposal in the draft legislation envisages
concentrating development lending in the new aid agency. The
Export-Import Bank would continue as an independent agency., While
its

CONFIDENTTAL
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‘its essential function would be its historic one of providing credits
"for U.S. exports, it also would continue to provide development loans
in those couhtries, such as Mexieco and Japan, which have the capacity
to service dollar loans on normal terms and conditions, Its gevelopment

lending would, to assure compatibility with the activities of the new
agency, be subject to foreign policy guidance,

Some may feel that the Export-Import Bank may conflict with the
lending activities of the new agency and present the prospect of two
competing U.S. lending organizations, This possibility can be avoided
by the careful coordination, through foreign policy guldance, envisaged
above., This, it is believed, would not be inconsistent with the Bank's
legislative mandate, - :

However, there is considerable opinion to the effect that to
obtain public debt authority for the Fund for Economic Growth will
require confining all development lending to that organization. The
President, in considering the arrangements suggested above, should
take into account their impact on the chances of obtaining borrowing
authority.

c. P.L, EBO
1, P.L, 180-—~in or out of aid legislation
(;; The question of a replacement of Public Law 180 by a
rovision in the new aid legislation involves primarily questions of

Congressional reaction, It is believed, however, that improvements in
existing arrangements for administration could be effected by Executive
action, Thus, the question becomes one of whether the proposal would
strengthen or weaken the case for the new foreign aid bill,.

2. Role of Department of Agriculture

It is presumed that urider any arrangements, the Secretary
of Agriculture would retain responsibility for determining the
commodities and the quantities thereof which would be available for
transfer to foreign recipients. -

3, Case for Inclusion

The value of the proposal is the fact that it would enable
this important foreign aid resource to be administered under the same
policies and administrative arrangements as other resources provided for
foreign assistance. This would clearly simplify administration. The
direct control of this major resource instrument would significantly aid
the Administration to encourage or induce adequate self-help measures.

It would not only save time in administration but would permit better
planned and coordinated programs in support of foreign policy objectives.

i, Farm Support

oc who would welcome attribution of the cost of surplus production

(;} The proposal might also engender the support of the farm

o foreign ald rather than agricultural programs.
CONFIDENTIAL 5. Case
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5. Case Against Inclusion

In oppositien te the proposition, it is contended that
theé Agricultural Committees of the Congress would object to
passing jurisdictien over this legislation to the Foreign Affairs
and Foreign Relations Committees. It is also contended that
incorporating PL ;80 and foreign aid legislation would have the effect
of substantially reducing tetal rescurces available for foreign ald.
There might be a tendency te reduce dollar apprepriations fer non-
agricultural commodities on the theery that surplus agricultural
commodities could substitute therefor. It would alse result in
making foreign ald leok much mere expensive to the Congress and to
the public, and increase pressure for reduction.

This would seem to be a matter requiring careful check
of Congressional attitudes. Certainly, if there was agreement on
their part, and if in their opinion the aggregate rescurces available

for foreign aid would not be adversely affected, then there 1s every

reason to support the proposal,
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~_CONGRESSIONAL EMPHASIS ON
STATE DEPARTMENT CONTROL OF FOREIGN AID

For at least the last eight years the Foreign Relations Committee
and, to a somewhat lesser degree, the Foreign Affalrs Committee have
repeatedly emphasized their belief that the State Department should
exerclige direct control over the foreign economic ald programs and
policy guidance over the military assistance program, A brief summary
of developments and sﬁatements by the two committees follows:

e

1953

In 1953 the new Eilsenhower Administration issued Reorganization
Plan.7 which removed the Technical Cooperation Administration from.
the Department of State and consolidated it with the.old independent
Mutual Security Administration to create the Foreign Operations
Administration (FOA), Senator Mansfield sald at that time: (CR
July 31 1953, o 10899 and 10900)

"It Reorganization Plan No. 7 went one step further,
\ if it placed the new Foreign Operations Administration
[f\ actually in the Department of State under a Deputy
g Secretary or the equivalent, then, I bellevs, the
President might reach the objectives he seeks,"

"It seems to me thatithis whole problem could be
eliminated by the simple act of giving the State .Depart-
ment real, not theoretical, control of the foreign
aid programs, by, the simple act of moving Mr. Stassen's
household, so to speak 1nto Mr, Dulles!' household "

- i95§

: ‘«In 1954 as part of the major revision of the Mutual Security Act
in that year, the House  Foreign Affairs Committee removed from FOA the
authority for continuous supervision and general directlon of the
military assistance program, The Senate directed that in one more
year the military ‘and economic programs should come to an end so far
as their basis for the continuation of an independent. agency was
concerned, If they were to be continued thereafter, they must be
presented to the Congress by the regular agencies of the Government.
The Foreign Relations Committee said: (Report No, 1799, July 13,

1954, p. 83)

v ",.. It believed also that as a general rule it is unwise
« for foreign economic programs and the coordination of
(f\ foreign military assistance programs to be undertaken
outside the immediate purview of the Department of State.,"
/The Committee/ "also had in mind that foreign-aid programs,

, if they
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if they are to be continued, must be put on a basis requiring

presentation by permanent agencies of this Government, the

vDepartments of State and Defense, and not an independent

agency,'

The House-Senate Conference on the two differing bills agreed
FOA should end in a year, saying: (Conf, Rept. No. 2637,

5, 1954, p. 45)

"It is not desirable to maintain'a special agency

devoted to developing and administering assistance programs

throughout the world, Under the circumstances such programs
tend to become an end in themselves, Instead, the

regular departments of Government responsible for foreign
policy and for defense should exercise the legislative
authority which this bill provides to make available necessary
ald when an emergency justifies such action., There should -

be no incentive, however, for those responsible for such
action to perpetuate these aid programs,

"For these reasons the committee of conference agreed
to a provision specifically terminating the Forelgn Operations
Administration on June 30, 1955, and providing for the
transfer of 1its remaining functions to appropriate departments
of the executive branch,"

| 1955
Pursuant to this direetion, the President abolished FOA and

transferred its economic functions and its coordinating functlons into
the Department of State in a seml-autonomous agency, the International
Caoperation Administration, The Foreign Relations Committee commended
this action, It quoted the above statement from the 1954 Conference
Report and said: (Rept, No, 383, May 27, 1955, p. 36)

O

\

"The time has come for the foreign aid organization to

reflect the fact that thls program is an essentlial and Impor-
tant part of American foreign policy, The committee

expressed in its report last year 18s desire 'to make it clear
that such programs as may be necessary in the future.should

be presented to the Congress by the regular agencies of the
Government and should not serve as the basis for the
continuation of an independent agency of Government,:tt!

"The Committee still holds this view and is gratified that
the non-military programs are to be shifted to the State
Department, Under the umbrella of a permanent department,
the organization for foreign ald should find more stability
and continuity - Which have been impaired by successive
reorganizations,"

1957
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1957

The Foreign Relations Committee recommended repeal of the first
sentence of Sec. 525 which placed .in the Director of ICA certaln
coordinating powers once vested in the former director of FOA, The
committee further modified the Act "In order that the Department of
State should have clear and unquestioned reaponsibllity fér coordina-
ting. military and other ald programs with foweign policy." The Report
said: (No. 417, June 7, 1957, p. 24)

"The Committee believes the Secretary of State should

. assume greater responsibility in carrying out the coordi-
nation functions discussed above, To this end the
committee bill would clearly place such responsibilities
in him, under the direction of the President."

“This was the year the Development Loan Fund was created and the
Conference Committee sald (Report No, 1042, August 8, 195Y, p. 5):

"In accepting the provisions for administering the
Development Loan Fund contained in the House bill the view
was expressed among the conferees that authority and
responsibility for the economic aspect of the program

(T\. should be. integrated mnore closely within the State Depart-
S me nt 1t

The Conference Report pointed out that the Manager of the DLF was
to be- in the ICA as a deputy to the ICA Director and would be guided by
a loan committee, "In carrying out its functions the loan committee
would. operate under foreign policy guidance laid down by the Secretary
of State.,..

1958
-In this year the office of Under Seeretary of State for Economic
Affairs was reestablished, upgradlng the existing Deputy Under

Secretary for Econonmic Affairs. The Foredgn Relations Committee
said. (Report No. 1627, May 26, 1958, p, 29):

", .. This upgrading is desirable, inithe committes!s view,

in order to assert further the authority of the Department of
State over the activities &f bthe International Cooperation !
Administration, This action i3 in 1llne with the long-estab-
1ished policy of the Congress, refllected:in many provisions

of existing law, that the mutual security program 1s an
integral part of the forelgn policy of the United States and,
ag such, should be directed and controlled by the Department

C\ of State."

The Conference
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, The Conference Committee said of this change (Report No. 2038,
. June 26, 1958, p, 21-22):

"... The new position will give further emphasis to congres-
sional insistence that the mutual security program is an
integral part of United States foreign policy and, as such,
is under the immedlate direction of the Department of State.,"

1959

In preceding years, the Foreign Relations Committee had consoli-
dated the coordination of all the economic and military aild programs
in the Secretary of State. It now went beyond this, It repeated the
statutory language concerning coordination and substituted the follow-
ing:

"Under the direction of the President, the Secretary
of State shall be responsible for the continuous super-
vision and general direction of the assistance programs
authorized by this act, including but not limited to
determining whether there shall be a military assistance

~ program for a country and the value thereof, to the end
(ﬁ\ that such programs are effectively integrated both at
home and abroad and the foreign policy of the United
States is best served thereby,"

',6The Committee sald of its change (Report No. 412, June 22, 1959,

"The language speaks for itself. It emphasizes the
committee'!'s view that the mutual security program, in its
separate parts and in 1ts totality, is a tool of American
foreign policy and its use should be directed by the
officials responsible for American foreign policy ~ namely,
the President and the Secretary of State."

The Conference Report approving this amendment noted that it
was "to make the Secretary of State responsible for the continuous
supervision and general direction of the mutual security program',
(Report No. 695, July 21, 1959, p. 31).
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THE ORGANIZATION PROPOSED

A, Foreign Policy Control gnd Coordination

The administrative proposals envisage a retention by the
Under Secretary of State for Economic Affairs of authority,
delegated from the President and the Secretary of State, to
coordinate all foreign assistance, even though the legislative
proposals envisage separate legislative enactments with regard
to military and non-military activities. Thus, the Under
Secretary of State for Economic Affairs would serve to give
policy guldance and direction to the operating agencies in the
foreign assistance fileld and to reconcile political, military,
economic and other differences of opinion arising with respect
to the composition and conduct of forelgn assistance.

His responsibility with respect to the military assistance
program would necessarily be shared with the Secretary of Defense
who would be responsible for the administration of approved
programs, The relationship envisaged is one which would assure
and strengthen the capacity of the Secretary of Stabe, or his
delegatee, to require that programs of military assistance be
responsive to forelgn policy guidance, control and direction,
and harmonious with other foreign assistance programs,

The Under Secretary of State for Economic Affairs would
continue to exercise authority over the political and functional
bureaus of 'the Department of State in so far as their interests
relate to matters of economic poliey or foreign assistance.

He would have available to him such staff assistance as he
determined to be necessary but such staff would not be interposed
in the chain of command between him and the operating agencies or
the various bureaus of the Department of State.

B, The Growth for Freedom Administration

A Single Agency

This administration would be established within the Department
of State and have full operational responsibility for the planning,
programning and administration of all foreign economic aid auther-
ized by the new legislation. It would also participate in the
development of U.S. policy and instructions to U.S. representatives

in multilateral
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in multilateral institutions and agencies engaged in lending or
other activities related to the achievement of the purposes of
the legislation.

Caliber of Staff

The Administrator and his senlor staff at home and abroad should
be men of recognized statube and ability, able to attract and to
lead the ablest of our citizens to effective service in this program.
Their salaries, emoluments and status in the bureaucratic hierarchy
ghould clearly reflect Executive Branch trust and confidence and
engender respect and confidence both in the United States (Congress
and the public) and abroad. There are few more difficult tasks
than those involved in this program. Men and women of the highest
caliber are essential.

Fileld Staff

The administration must create and develop strong and competent
fileld staff., The field staff must be responsible to the Ambassador
of the United States in the country and the Ambassador must be made
cognizant of his responsibility to guide and to support the field
staff., The fleld staff should be headed by men skilled in the
problems of development and in the employment of U.S. resources
as an Inducement to progress. It is the fleld staff which is in
the most favorable location for effective analysis of country
problems and potentials, for the formulation of plans of aid
action, for effective encouragement of country efforts and for
administering U.S. operations. These are the focal points for
the application of our capacities to achleve progress toward our
goals.,

Organizational Requirement

There must be a clear line of command and communication running
between the Administrator and the field staff. The Administrator
must be able to issue policy guidance and dlrection to the field
staff; he must approve or disapprove the program proposals of the
field staff; he must assure the fileld staff that approved plans
and programs will get rapid and effective implementation at the
U.S. end of the line; he must be apprised by the field staff of
progress or failures. For these purposes the Administrator must
have a Washington staff which is organized to deal effectively
with policies plans. programs and operations in both functional
contexts and in thelr application to country situations. The
organization must also possess competence to formulate and process

legislative
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legislative and appropriation proposals, to keep the Congress and
the public informed and satisfied, to manage public funds prudently,
and to administer not only a substantial staff in Washington but
staffs in hundreds of locations in scores of countries around the
globe, There is no simple or single organizational pattern which
can do thls job; no organlzational pattern can work unless there
is recognition of the need for unusual competence in all parts of
it and of the need for a continuous interplay between all parts

1n a flexible way to permit a variety of differing and changing
situations and needs to be met in consisteant but not identiecal
fashion., Thus the goegraphically oriented staff member must
recognize, appreciate and utilize the particular skill and
competence of functionally-minded staff members and vice-versa,
With these rather obvious but none-the-less valid observations,
the organization for Washington envisaged is described as follows.

Fund for Economic Growth

There would be established within the Administration a corpora-
tion known as the Fund for Economie Growth. Its Board of Directors
would include the Administrator as Chairman, the Deputy Administra-
tor, the Director, Food-for-Peace, the Director, Education and
Human Resources, and the Managing Director of the Fund, It would
establish policiés and review major lending proposals,

Deputy Administrator

The Administrator of the Agency would have a principal Deputy
in charge of planning and programming of aid operations. This
Deputy would have an immediately supporting small starff with two
principal fuanctiona: (1) the development and promulgatiocn of
general polley guidance for the program as a whole, and (2) the
comparative evaluation of proposed plans and programs for
consistency with such guidance and to assist the Deputy in

determining or recommending the allocation of resources among
a variety of competing needs,

Regioral Directors

Reporting to the Deputy Administrator would be several Regional
Directors to whom countrles would be assigned on a combined regional-
workload basis, These regional officers, with supporting staffs,
would be responsible (1) for such additional guidance for planning
and programming by the field staffs as the requirements of the
particular region or country warranted; (2) for eliciting planning
and programming recommendations from field staffs; and, utilizing

C:j e o B for this
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for this purpose its own skills and competence, that of other members
of the organization having a contribution to make and that of inter-
ested other agencies (including political bureaus of the State
Department) evolving by exchanges with field staff, plang and
programs for review by the Deputy Administrator: (3) for assigning

to operational units programs and projects for execution; (L) for
monitoring and éxpediting the implementation of the programs; and

(5) for periodic, but no less often than annually, reappraising and
revising country plans and programs,

Director - Multilateral Programs

Also reporting to the Deputy Administrator would be a Director
who would be principally concerned with formulating programs for
U.S,. participation in multilateral activities related to growth
for freedom, These would include participation in the development
of instructions to U,S, représentatives in such bodles, stimulating
and catalyzing general and specific consortia for aid, the provision
of U,S, contributions to UN agencies and the like, 1In these
functions, he and his staff would work in close cooperation with
the Regional officers and other interested persons inside and
outside the administration,

‘Economic Development - Research Staff

Attached to the office of the Administrator as a separate unit
would be a small Economic Development Staff. The functions of this
gtaff would be to work in close collaboration with the academic and
intellectual community at home and abroad and with the domestic and
field gtdffs of the gdministration to stimulate and foster research
in the field of development .and to assist other governments and
foreign groups in formulating and establishing development goals
and plans for resource management to achieve such goals. The use
of this Staff would bé directed towards selective high priority
Cargets where the opportunity to use such help effectively exists
and would best promote U,S. interests,

For the execution of approved programs issuing from the Adminis-
trator or Deputy Administrator (based on regional proposals) there
would be several operating organizations,

Food=for-Peace Director

Where the approved program called for the provision of Agricul-
tural commodities from U.S. sources, it would become the- task of the
Food-for-Peace Directgr to assure the conclusion of all necessary
arrangements to effect the delivery of these commodities., This

office would work in close conjunction with the Department of

Agriculture
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Agriculture which would continue to handle the physical movement
of the goods, The Food-for-Peace Director would also have
responsibility for general coordination with the Department of
Agriculture to assure that U.S. agricultural policy decisions
accurately and adequately took into account the needs of the Growth
for Freedom program for agricultural products. He would also seelk
to develop opportunities for more effective use of our produce to
achieve our goal and would work in close conjunction with field
staffs and regional officers to this end. He would also be
responsible for the Title 3 programs and for coordinating them
with field staffs and regional officers to assure they were not
inconsistent with but served U,S. interests.

Assistant Administrator - Program Services

Where the approved program called for the funding of commodity
imports, or for the provision of cash grants, responsibility would
rest with the Office of Program Services headed by an Assistant
Administrator. This officer would not only be responsible for
these implementing services, but would also have other officers
who serviced the entire administration in the fields of personnel,
fiscal, housekeeping and contractual matters. Essentially this
office would provide general management services. Unless and

':) until experience indicated a need for special arrangements, this
office would also exscute programs calling for use of non-
agricultural U,S. surpluses,

Director = Peace Corps

Where the approved program called for the provision of operative
personnel to do specific tasks abroad, the responsibility for
assuring that the program requirement is met would rest with the
Director of the Peace Corps. As in the case of the Food-for-Psace
Director, he would have a positive function not only to execute
approved programs but in conjunction with field staff and regional
officers to explore and develop opportunities for use of this
resource to promote U.S. poliey objectives, He would also be
responsible for the administration of the Peace Corps, The precise
relationship between the Peace Corps, its Director, and the regular
services of the Administration and the Assistant Director for
Management would be evolved depending on decisions yet to be made
regarding this new concept,

Managing Director = Fund for Economic Growth

Where the approved program called for development lending to
finance a capital project or a program loan (or for a capital
project funded from grant funds) responsihility for effecting the

| loan
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loan would be assigned to the Managing Director, Fund for Economic
Growth. This offlcer would ‘not only be responsible for executing
approved programs, but would also participate in the process of
program development in conjunction with the field staffs and
regional officers., He would beé responsible for negotiating loan
agreements and working out with field staffs acceptable project
terms and conditions. He would identify and report projects which
failed to meet lending standards and suggest or develop others
which more effectively served our goals., He would also be
responsible for handling the guarantee program and for developing
joint private and public investment proposals. These proposals
would require concurrence and approval of field and regional
officers,

Director ~ Education and Human Resource

ﬁ;velogment ‘

Where the approved program called for grant or loan asaistance
in the provision of technical assistance for the development of
human or institutional resocurces, responsibility for execution
would be vested in a Director for Education and Human Resource
Development, As in the case of the Managing Director, Fund for
Economic Growth, this officer and his staff would participate in

o the formulation of programs. He would identify and report projects
which were impractical or ineffective, and suggest or develop others
which would more effectively secure our objectives., He would work
in close conjunction not only with field staffs and regienal
officers, but with the Director of the Peace Corps for matters of
related interest; and with the Managing Director, Fund for Economic
Growth, where capital projects related to human resource and
institutional development projects were being undertaken, He
would provide field missions with technical advice and support
with regard to specialized fields of human or institutional
development, His staff would include such technical staff groups
as were necessary,

Staff Services

Servicing the entire Administration but administratively
attached to the office of the Director would be an Executive
Secretariat, a Legal Staff, and Information Staff and a Congressional
Ralations/Presentation Staff., The relationship of these units to
similar State Department .officers would have to be evolved,

The concept envisages the creation of a new agency not the
retitling of o0ld ones, Whlle it is assumed that all of the

competent
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competent present staff will have opportunity for posts in the new -
organization, a fresh start and freedom in selection of staff is
proposed., Thils paper does not deal with the problems of legisla-
tion and administration involved in effecting this purpose.

Charts are attached showing the present organiiatiénal
structures gnd the proposed new organization for economic aid.
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Qorrmmvran ANNEX C

A FINANCIAL PLAN FOR SPEEDING

The Prqgosai

The proposal is for an undertaking by the more prosperous
countries of the free world, working togsther under the OECD, to
comnit approximately $30 billion during the four years beginning
July 1961 in the form of economic assistance to. the less-developed
areas, This sum would represent am increase of some $8 billion
over the four-year pericd above the rate at which such assistance
is currently being committed (about five and one<half billion per
year), The increase would be shared equally (3L billion each)
betweon the United States and its associates, (see Table I). The
budgetary burden on the United States over the same four years
would be about $2 billien" lerger than if the programs wers continued
at the same lavel proposéd in the last Eisenhowsr budget. About
half of this $2 bilifion would be in the form of agricultural products
and should reduce correspondingly amounts that need to be budgeted

dor domestic agriculturel price supperts,

The proposal should inaugurate a transformation in the relation-
ship of the less-developed countries to the more prosperous free
societies., Effective use of such a dimension of resources would
seriously test the capacities of the governments of the less developed
countries; if they wers to employ it fruitfully, their talents for
organization and leadership in their countries would be seriously
strained, Yet a commitment of this magnitude would make both
tenable and credible the insistence of donors on applying strict
criteria with respect to the use of their assistance., The bulk of
the resources would be made available on the basis.of loans, with
the duration and terms of repayment as genercus and flexible as. the
debt service of the recipient country requires, A joint effort to
develop constructive programs would be required of denors and
recipients, Such programs, were they to be meaningful; would require
concrete long-range goals, adapted te the particular preblems and
capabilities of each recipient ceuntry,

The donor countries would, perhaps for the first time, be called:
upon to contribute to a cormon constructive effert, in which the share
of each would possess a defined and significant relationship both to
the contributions of others and to the problems, programs and policies
of the less-developed areas.

The Turn-Around

| o CONFIDENTTAL
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' The Turn-Around

The keystone to the success of the program must be a sharp turn-
around in the orientation of beth donor and recipient countries to the
economic assistance relationship. Of the $2.2 billien seught in the
last Eisenhower budget in appropriations for economic assistance under
the Mutual Security Pregram, betwesn ene and one-half and ene and three-
fourths was to be used in connectien with some limited national security
objective == to assure military base rights, to support military forces,
to avoid political or economic inatability. Much of the resources thus
provided would undoubtedly promote economic grewth, but such a result
would be inclidental to the primary purpese fer which it was given,

As for the other developed ceuntries, their assistance is overwhelmingly
directed toward maintaining stability in their colenies, easing the
transition frem colenial status, prometing export markets eor paying
reparations. The total volume of assistance thus provided aggregates

a large sum - about $5.5 billien in recent years., However, the needs
and problems of the less-develeped areas are such that this dimension

is seriously inadequate - and esch is l1ed te compete fer a larger
allocation by dramatizing its short-term political problems and its

own instabiifity. The immediate preblems inevitably command prier

Ct’c ent i_on.,

What is nesded is for aid te be directed primarily toward
attaining constructive and realistic ebjectives, toward amelierating
the basic problems of the less-developed ssmajeties, toward establishing
a sense of economic and social progress, toward making credible the
assertion that such progress can be attained within the framework
of Western asociety., The less-developed countries need well-defined
realistie charts for their progress, adapted to their individual
problems and capacities; foreign assistance should be directed toward
helping translate such charts into reality., -

However, such an approach te fereign assistance requires an
envireonment in which mere generous access to resources is acceorded
those who can demonstrate an ability to employ them teward constructive
ends., With a substantial increase in the dimension of available '
resources, it should be possible te confine the increase strictly to
those who demonstrate such an ability and to wean the ethers
progressively toward the new appreach,

* Thus an
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Thus an essential prerequisite for tha Pturn-around" 1s a
significantly enhanced availability of resources over a period: of
Years in the hands of the administrators of. foreign: assistance, An
inereased availability must be held up as the prize for those who
demonstrate a capacity to meet strict criteria for acecess to
assistance, 5

The turne-around can hardly bo rapid or abrupt. The preparation _
of roalistic long-range programs will take time and will require help.
Meanwhile, the short-term problems, toward which assiatance 1s now
primarily directed, continue &and may even be exacerbated, .The

‘national interests of the donor countries ecan be jeopardized today

and tomorrow, just as yestorday, were. assistance to be. denied in

.such si*uations.

| Achieving the TurnéArouhd

The turn-around will thus ré@uire the following:
(a) an inéré&aed dimensibn of‘hid resources

(b) a long-term commitment to a higher lavel of assistance
on the part of the donors .

'.(c) a presentation of the long-terfi program which emphasizes.
deelining availabilities for purposes other than long-
term growth

(d) assumption of joint responsibility'by the donors for
helping formulate, organize, and execute - long-tenm
programs in partnership with the less-developad
countrias.

Financial-Reaponaibilitg;of the Uniﬁed'sfates B

The loaderstip for such & turn-areund can onIy come. rram the .

United: States, - It must take the jnitiative, and itself be Porth

coming, with respect to each of- the preceding prerequisibes it
success 1s to be achieved.

- Yet the very circumstance that the new Growth for Freedom '
program requires a. turn-arcund" in the programming of U.S. foreign

acenomic
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economic assistance means that no significant additional financial
burden would be placed on the United States in its first phase.
The requirement 1s for a substantially enlarged Congressional
suthorization to commit funds over a period of years; neither the
physical resources to be delivered to the less-developed countries
nor the cash expenditures of the United States Government will be
augmented significantly above previous intentions during the next
year or so. .

The estimates that follow are rough approximations designed to
provide the basis for a Presidential decision concerning the gross
magnitude of foreign economic assistance to be provided less developed
areas. They are based on an elaberate review last fall of estimates
prepared by field missions last summer, The estimates have been
ad justed and roughly adapted to the new proposals, but have not been
subjected to detailed review by country political and economic
experts, whether in Washington or the field, If these estimates are
acceptable as orders of magnitude, they must be subjected to a more
e¥borate review process before the details can be presented and
defended before the Congress. Morever, the estimates are manifestly

Minimal, aggregating substantially less for fiscal year 1962 than
he Coordinator's November request to the Bureau of the Budget.

~ If Congressional cuts must be anticipated, consideration should be
given to increasing the estimates prior to Congressicnal presentation.

The plan herein proposed would involve an increase in U.S,
commitments of resources over the next four years, totalling about
$l4 billion more than the rate foressen for the current fiscal year in
the January 16 budget. The Eilsenhower budget for fiscal year 1962
envisioned an increase of seme $200 million ever the current year,
The present proposal 1s unlikely te involve an increase of as much
as $300 million above the January 16 budget, virtually all in the
form of agricultural commodities. -

Because commitments have been rising in recent years, the
Eisenhower budget provided for an increase of more than $400 million
in expenditures in fiscal year 1962 above the level of the past three
years, (see Table II)., Expenditures would have continued to increase
even if future commitments were kept at the $);.2 billion level proposed
in the fiscal year 1962 budget of January 16, At that level, total
expenditures over the next four years may be estimated at $15.6 billien,

Because
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Because of both the time required for the "turn-sround" and the
long lesd-time between programming, translation inte fully engineered
projects and delivery of finished goods, expenditures ocut of the
increased commitments are unlikely to exceed $2 billion during the
same four years, Moreover, half of the lncrease would conslst of
ex enditures for agricultural cormodities, Since such commodities
wu:ild probably have had to be financed by the govermment under the
price support program, it is doubtful if an incresse in their use
for foreign assistance involves any meaningful increase in the total
budgetary expenditures of the U,S, Government, .

Assuming a reasonably rapid recovery of the United States
economy and the maintenance of a high rate of economic growth over
the four-year period, expenditures of this magnitude should not
pre-empt more than a small proportion of the expected increase in
government revenues, Expenditures would, of course, continue to rise
after fiscal year 1965 as unexpended balances were disbursed,

It 1s the expenditure figures that measure the impact of the
program on the federal budget - and indeed that control its impact
<:fn our balance of payments,

The requirement for Congressional action at its current session
appears more onerous than the real budgetary burden, for the program
cannot really begin until the Congress has, by legislation, endorsed
Administration preparedness to enter into cormitments of the magnitude
indicated,

Ths authorization bill to be introduced before the present
session would ask for up to $10,250 millien of authority, $8,000
million in the form of authority to borrew funds from the Treasury
to finance long-term, dellar repayable losns. It would be prefersble
to have this authority with the same freedom from that limitatien
as to use now possessed by the Export-Import Bank. However, scme
restriction may be necessary to previde the Congress with assurance
that the Administration will not exhaust the authority in two or
three years and return for more funds, In that event, the $8 billien
of public debt authority might be 1limited as fellows: No more than
$2.0 billion by the end of FY 19623 no more than $4.5 billion by the
end of FY 1963; no more than $6.5 billien by the end of FY 196,

[Should
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[Should it be desired to transfer that part of the Expert-Import
Bank's public debt authority that has hitherte been used to finance
development projects and emergency trade leans, the total would be
reduced by $1.5 to $2 billion.] A further $6,000 million would be
implicit in the proposed request fer unlimited authority fer the
Commodity Credit Corporation to scquire agriecultural preducts te be

reimbursed out of subsequent annusl appropriatiens.

The 1961 appropriations b1ll weuld tobtal seme $3,750 million;
a proviso should be incorporated that $275 millien for the Education
-and Human Resources Development program would not be available for
obligation before the beginning of fiscal year 1963, In view of the
$500 million apprepriation to be sought for social development in
Latin America under the Latin American Assistance Act of 1960, no
prevision for Latin America is made under the Education and Human
Resources title. It may be necessary to supplement this appropriestion
before the end of Fiseal Year 1965, e

Succeeding authorization'an&"apbiépéidtiQﬁ hi11s would be

considerably smaller (see Table IIT), Of the eight and one-quarter
illien dollars in appropriations estimated to be required during
. she succeeding three years, four and one-half billion would be used

““to reimburse the Commodity Credit Corperation. =

ﬁ;é;iéﬁméﬁﬁ‘Pianhing'dnd Regearch

s

The first step in accelerating the grewth of the less-developed
areas must be better and longer-range planning fer the use of rescurces,
whether fereign or demestic., The plans will necessarily vary considerably
from country te country, as respects direction and emphsasis, Programming
resources use in Dahemey will for seme time be quite different from the
task Iin India., A four-year $100 millien program is prepesed, to be
used for three purposes: I

(a) Research in the problems of economic and social growth

(b) Assistance to less-developed countries in preparing
long-range programs appropriate to their stage of
development and capacity for execution

(¢) Pinancing
CONFIDENTIAL
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(c) Financing ongineéring;gnd“ecpndmic foasibllity atudies of
specific projecta that-ars'required before financing of
sueh pro jects can be finclized,

Fund Doy Seomemntie Growkh

The Fund for Economic Growth would finance, through both project
and program loans, long-range &GVelopment objectives that meet strict
criteria with reapect to both racipient country solf-help offorts and
the feasiblity and economic merit of the particular project or program
to be financed, The resources of the Fund could be used to provide
assurance of support to long-term developmont programs, Some
finaneing of individual projects which do not fall within the framework
of an acceptable development program will undoubtedly be required,
particuleriy in countries where the primary emphasis of growth
programg must, for the present, be on education and human resources
development,

The Eisonhower budgset provided for asome $1450 million in comparable
lending commitments in FY 1962 through the Exvort-Import Bank and the
Development Loan Fund, Moreover, perhaps $300 million of the assistance

(:Dnvisicned &5 grants under the Defense Support or Special Assistance
rograms might be regarded as suitable for finaencing through this Fund,

The application of strict criteria and the inauguration of an
inereased effort by other DAC countries is likely to moke for a
lower rate of commitment of U,S, rescurces from thls Fund in FY 1962
than might otherwlise have taken place, Table IV suggests an 1llustrative
average annual cormitment Ly country over the four-yoar period, thovgh
actual commitments would heave to ba goared to the vabe at which conntry
programs can be devoloped, the nature of such programs ané the
assistance offered from other sourceg, Certalinly, the principal
potential users of significant swms out of this Fund sheould be
identified at an early stege, parzomnel capable of inducing the
introduction of acceptable progrmusg asslonod te Mizslons to theose
countries as rapidly az posziblc, and plamning assisbance provided
them on a priority basis whore eppropridte, & lovee park of the _
commitments in Fiscal Yoar 1962 would orobably be divceted $o Indla,
and Pakistan, but other sountrian night well estabileh their
eligibility for substantial holp before the end of the fiscal yoar
(e.g., Brazil, Argentina, Taiwnn, Wigerie, Tunisia, Ivan, Turkey).

The $500
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The $500 million appropriatin should be reserved for lending
against local currency repayment in situations where difficulties
emerge in getting pregrams hitherto reimbursable in lecal ecurrencies
transferred to a dellar repayment basis, '

20N

3¢3ien and Human Resources Development

The Education and Human Regources Development Fund will finance
activities. for which over $200 million was provided in FY 1961 and again
in the last Eisenhower budget, It is asgumad that activities in the
American Republics falling within the scope of this Fund will be
financed out of the current Latin American Assistance Act appropriation
bill., Should it be necessary to supplement $his appropriation before
the end of FY 1965, such supplementation might well be included in
a Growth for Freedom appropriation bill, , '

It 1s proposed that reaources provided put of this fund should
also be programmed on a longer-term basis and strieter oriteria applied
before they are commlitted to recipient countries, ‘A turn-around will

be particularly difficult because current projegts can not readily be
* erminated without incurring contipuing expenses through the next
- .iscal year, It seems likely that $180 millfon in continuing costs
will be incfirred plus some unspecified amount for continuation of the
existing Special Program for Troplcal Africa. ,

It is therefore proposed that an appropriation of $525 millien
be sought in the new Act, only $250 million of which would be available
for obligation before the beginning ef FY 1963, Funds would be carried
over to the succeeding year if not dbligated. ' '

A maJor overhaul of the existing progrdms would be inaugurated,
New commitments would be restricted to the fisld of basic education,
technological training to complement economic development progranms,
end the financing of projects aimed at modernizing social institutiens
- land tenure, self-help housing, etc, Such commitments would be
geared to long-range plans for education and use of human resources
in economic development; 1solated projects would be terminated as
rapldly as possible, Acceptable programs would not be limited as
to the proportion of total cost available for canstruction,
demonstration materials, ete, | ,

Contributions
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Contributions to Multilateral Institutions

The multilateral institutions title iIs intended to fund those
multilateral programs now belng financed under the Mutual Security Act -
essentially limited to volunbtary rather than assessed contributions
to the programs of multilateral institutions., Some of these programs
might logically be financed outside the Act; other multilateral progranms
now funded under other legislation might be incorporated. The existing
lines of demarcation are arbltrary, but it is not proposed to disturd
them at this time, ' '

These programs would be funded through annual auwthorization and
appropriationa. The proposed level for FY 1962 is essentially unchanged
from the provisions of the Eisenhower budget. A rising level is
provided on the assumption that the responsibilities of multilateral
institutions - particularly in the education and human rem urce
development field - should be increased as rapidly as their capacity
to organize and operate such programs can be built up.

Tréhsition31; Sustaining and Contingenciles

. Programs classified as "transitional" are those which have been
financed out of defense support or special agssistance funds but which
are directed toward countries or programs that can reasonably be phased
out. Such countries would, of course, be eligible for loan assistance
from the Fund for Economic Growth and the Education and Humen Resources
Fund 1f they meet the criteria, and they would have: access to the
Food for Peace pro%ram. $213 million in transitional assistance 1a
proposed for FY 1902, over one-third less than was programmed for these
countries in the January 16 budget., These programs should be amenable
to termination in one to three years time,

The "sustaining" assistance category covers former defense
support or special assistance programs which do net now seem to be
terminable during the next four years. The FY 1962 requirements
included in the Eisenhower budget must all be met, though some can
be financed through the delivery of foodstuffs, Moreover, an
additional requirement of $50 million for Tropical Africa is included
to finance requirements for commodity imports that must be met for
political reasons, though no strict criteria can reasonably be

applied
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applied to the countries in question.' Nevertheless, it should be
possible to halve the level of the sustaining assistance program by

FY 1965, '

An annual fund of $250 million would be previded fer
contingencies, -

Food for Peace

The Food for Peace estimate 1s based on the task force proposal
of a $2 billion program at CCC cost., For both burden~sharing purposes
and more accurate accounting, the foreign aid bill should not bear the
difference between world market prices and CCC cost. All U.S, food-
stuffs provided to less-developed countries within the Program would
be funded under this title, An unlimited authorization is suggested
so that the adminlstrators of the Program would have every incantive
to increase the utllization of foodstuffs, The foodstuffs could be
supplied on a local currency sale or counterpart basis; in either
event, the local currencies that can be used for U.S. uses sheould be
reserved and the remainder returned to the reciplent country as a

(:jrant for financing agreed local currency requirements of their
rograms, The building up of U.S.-owned local currency would be
avoided, beyond reasonable amounts for which future use can be
foreseen,

Peace Gorps

The Peace Corps estimates are "plugged" figures; they will
néed to be reviewed as the conception of the function of the Corps
is clarified and as experience develops concerning the use of funds
by the Corps. :

Administration

The administrative expense provision is somewhat larger than the
Eisenhewer budget provided for the administration of the various seg-
ments of the old program. It 1s manifestly impossible to develop a
valid administrative budget estimate in the absence of detailed
organizational charts, experience with the manpower, consultants,

travel ’
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travel, etc. requirements of the "turnaround" and the requirements of
new approach to both recipient and other donor governments, The
- difficulties in getting the new organization underway speedily will
be formidable; 1t does not seem sensible to handicap it by inadequate
provision of administrative funds, The discretion of the new
Administrator should be relied upon te assure economical administration,
On the basis of the firast year's experience, the FY 1963 administpative

budget should be more firmly founded,
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A. U.S. Commitments

Development Planning
and Research

Fund for Economic Growth

Education and Human
Resource

Contributions to

Multilateral Institutions

Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7 -

Transitional, Sustaining

and Contingency Aid

Food for Peace

Peace Corps

Administration
TOTAL

(Eisenhower Budget)

-Bs U.S. Expenditures

With above Commitment
At Eisenhower Budget

C. Other OECD/DAG Members

Commitments ($ billions)

D. Total Commitments (U.S.

and Other OECD/DAG Members )

($ billions)

CONFIDENTIAL C=1
Table I. GROWTH FOR FREEDOM PROGRAM
Financial Plan FY 1962 - 1965
Total
FY 1962 FY 1963 FY 1964 FY 1965 FY 1962-65
($ millions) {$ billions)
20 | 30 25 25 .1
1500 2000 2500 2500 8.5
250 275 325 350 1.2
175 225 250 250 .9
945 750 600 500 2.8
1500 1500 1500 1500 6.0
20 50 60 70 2
65 75 80 80 .3
Lh75 4905 5340 5275 20.0
(4202)
8 3900 4200 k600 L9000 17.6
level 3663 3800 Looo 4200 15.6
1.8 2/, 2.5 2.9 2.8 10.0
6.3 Tk 8.2 8.1 30.0

a/ Assuming commitments of $1.5 billion in FY 1961. If FY 1961 commitments
Planned for in DAG member budgets are larger, the difference should be
added to the plan for these countries in every year beginning in FY 1962.
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Table II.

Mutual Security Program
- economic

Export-Import Bank ~
development and emergency

Public Iaw 480

(:> TOTAL

Mutual Security Program
- economic

Export-Import Bank -
development and emergency

Public Iaw 480

TOTAL

CONFIDENTIAL €-11
U. S. FOREIGN ECONOMIC ASSISTANCE 2/
Obligations and Expenditures, FY 1959-62
(In millions of dollars)
FY 1962
November
FY 1959 FY 1960 FY 1961 Proposals Eisenhower
Actual Actual Estimated to BOB Budget
1. Obligations
1933 1895 2131 3055 2200
805 %06 757 752 752
1000 1200 1100 1250 1250
3738 3501 3988 5057 4202 -
2. Expernditures
1524 1613 1655 2065 1875
652 3171 k75 538 538 *
1000 1200 1100 1250 1250
3176 - 3184 3230 3853 - 3663

5/ Assistance to be financed henceforth through the Growth for Freedom Program.

s+ Does not take into account receipts from previous _lending.

O

CONFIDENTIAL

Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7



Declassified and Approved For Release 2013/10/29 : CIA-RDP86T00268R000700090001-7 : ?
CONFIDEN
® CONFIDENT™ ) P, -
Table III. GROWTH FOR FREEDOM PROGRAM
Legislative Action on Financial Plan FY 1962 - 1965
(millions of dollars)
1962 1963 o 1964 1965 FY 1962 ~ 1965
Auth, Appr, Auth. . Aopr, Auth. _ Appr. Auth, Appr, Auth, Appr.
Development Planning i
and Research 20 20 30 30 25 25 25 25 100 100
Fund for Economic
Growth 8500 a/ _ 500 - - -- - -— - 8500 500
Education and
Human Resource 525 525 = - 675 675 —-— - 1200 1200
Contributions to Multi- _
lateral Organizations 175 175 - 225 225 250 250 250 250 900 900
Transitional, Sustaining
and Contingency Aid - - 950 950 1750 750 600 600 500 500 2800 2800
Food for Peace -= b/ 1500 - 1500 e 1500 = 1500 --b/ 6000
Peace Corps 20 20 50 - 50 60 60 70 70 200 - 200
Administration 65 65 75 75 80 80 80 80 300 300
TOTAL 10255 3755 1130 2630 1690 3190 925 2425 14000 b/ 12000

a/ Consisting of:
$8000 million in public debt authority against dollar repayable loans and
$ 500 million in appropriations to make local currency loans,

y "To reimburse CCC at world market prices for deliveries of agricultural products
under program in previous year, permanent authority without limit of amount
should be sought. Probably some $6000 million would be used under such authority
during the four-year period.
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Table IV. FUND FOR ECONOMIC GROWTH

(

Europe

Spain
Yugoeslavia

Africa

Nigeria
Tunisia
Libya
Moxrocco
Other

$ Millions)

Near East & S. Asia

Greece
Turkey
India
“Pakistan
Iran
Israel
UAR
Other

Far Bast

Taiwan
Korea
Philippines
Thailand
Indeonesia
Other

Iatin Americsa

Brazil
Argentina
Other

CONFIDENTTAL

Illustrative

Annual Average

Comitment

22
30
25

200
30
15
10

115

220

35
65
500
200
50
15
35
20

300
15

50
30
40
30

625

200
200
225
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Table V. EDUCATION HUMAN RESCURCE DEVELOFMENT

Bilateral Technical Cooperation
Europe
Africa
Near East and South Asia
Far East
Latin America

Inter-regional expenses

TC Suppert in DS/SA
Education and Training - Africa
Malaria Eradication

American Schools Abroad

TOTAL -

($ Millions )

FY 1261“

158.8
( 3:6)
.(2;08)
(b1.6)
(32.5)
(36.7)
(22.6)
25.0
20.4
35.0

2.0

241 .2

C-v
FY 1962
Continuing New
- Costs Program
122 .0
( 3 .".6 ) | 3 06
(23v9Q 75.0
(k0.5) 60.0
(31.5) 51.0
a/ a/
(25.5) 25.4
20.0 -
33.0 33.0
2.0 2.0
180.0 250.0

a/ Programs in Latin America will be funded under the Inter-American
Secial and Economic Cooperation Program.
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O ‘ A C-vi
Table VI. CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS
($ Millions)
FY 1962
FY 1961 Nov. 8 Budget- :
Program Subm. Jan. '61 Revised
OECD 0.7 - - 2.0
CENTO 1.5 2.0 2.0 2.0
SEATO 3.2 2.5 2.5 2.5
ICEM 9.8 7.0 &/ 6.0 ¢/ 7.0 a/
UN High Commissioner for Refugees 1.3 1.2 1.0 1.2
Palestine Refugees (UNRWA) 16.5 17.2 b/ 12.2 &/ 17.2 b/
NATO Science Program 1.2 2.0 1.5 2.0
UN Children's Fund 12.0 12.0 12.0 12.0
UN-Congo 45.0 100.0 - 67.0
UN Military Operations (30.0) (27.0)
Economic Assistance thru UN ( 5.0) (40.0)
UN Fund for the Congo (10.0)
CUN-Other Tropical Africa 1.0 - - -
Indus Waters k.6 16.9 16.9 16.9
UN Emergency Force 3.2 3.4 3.4 3.4
UN Technical Assistance and
Special Fund 35.3 40.0 40.0 40.0
International Atomic Energy
Agency 0.6 0.6 0.6 0.6
0AS - Technical Cooperation | 1.k 1.5 1.3 1.5
TOTAL 137.3 206.3 99 .4 175.3

elelle

Includes estimated carry-over of $1 million.

Includes estimated carry-over of $5 million.

Plus carry-over of $1 million.
Plus carry-over of $5 million.
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Table VI. CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS

, Géneral. Under this title we have proposed (1) those contributions
to international agencies programs which were listed under "Technical
Cooperation” or "Other Programs" under the Mutual Security Act, each

with their separate authorization and appropriation, and (2) other
programs representing contributions to international organizations which -
were under Special Assistance, e.g., CENTO and SEATO projects, voluntary
contributions to the UN for the Emergency Force in the Near East.

OECD. It is assumed that assessed cests for administration of
OECD could be met in State's. regular budget, but that it ma.y be )
‘desirable to contribute on a voluntary basis te operational programs
instituted under OEEC, particularly the scientist training program
and assistance to underdeveloped areas in Eurepe.

CENTO and SEATO. U.S. participation in ecenomic projects of
these organizations is being handled on & project basis, comparable
te ICA procedures for country programs.

UN=-CONGO. IO estimates that the total U.S. payment required in
(:) FY 1961 for UN military eperations is $75 million, of which $27 million
would represent a voluntary contribution and the remainder an assessed
contribution. It is assumed that the latter will be funded by the
- State regular budget.

An estimate of $40 million for budgetary and other economic
assistance is included as a notional figure.

The November 8 submission to BEB included $100 million for
contributions to the UN military and economic operations in the Congo,
and for other UN programs elsewhere in Trepical Africa, as propesed
by President Eisenhower in his UNGA speech. It is now assumed that
there will be no specific requirement for a U.3. centribution for
this purpese but that U.S. contributions te UN Technical Assistance
and Special Fund, which plans operatioens in Africa, will suffice.

CONF IDENTIAL
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. Table VII., TRANSITIONAL, SUSTAINING, AND EMERGENCY AID
| A. Transitional
FY 1961 | FY 1962
DS/SA- Trans-
Submiss. DS/SA- Trans- ferred
DS/SA to BOB Budget itional to
Program 11/8/60  Jan,'6l Aid FFP a/
(@8] {2) (3) BN (5
Spain 35.0 15.0  15.0 15.0 10
Tunisia 20.0 20.0 20.0 10.0
Greece 20.0 20.0 20,0 - 10.0
Iran 22.0 20.0 20.0 15.0
Turkey 90.0 75.0 75.0 75.0
Pakistan 95.6 95,07 95.0 50.0 2
China (Taiwan) 60.0 55.0 55 .0 25,0 31
Philippines 10.1 10.0 10.0 - 7
Thailand 19.5 18.0 18.0 -
Burma 6.0 8.0 8.0 8.0
Indonesia 2.0 - 3.0 3.0 -
Central American
Bank ‘ 2.0 - 3.0 3.0 3.0
Other _3.5 _2.5 2.5 2.5 L
TOTAL  385.7 344.5 3445 213.5 50

a/ Assumes all sales under Section 402 projected for FY 1962

CONFIDENTIAL

can be provided under Food for Peace Program.
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Table VII. TRANSITIONAL, SUSTAINING, AND EMERGENCY AID
B. Sustaining
- FY 1962
Subm. Budget | Sustain- :
FY 1961 to BOB Jan, ing Transferred to
DS/SA. NOV.;8 1961 Aid FFD EARF

Libya 14,0 15.0 15.0 9.0 - 5.0
Morocco 40 .0 bo.o 40.0 35.0 5.0 -
Tropical Africa - - - 50.0 - -
Afghanistan 9.2 28.0 28.0 28.0 - -
Jordan 45.0 40.0 40 .0 40.0
Nepal 2.2 8.5 8.5 8.5 - -
Yemen 4.0 5.0 5.0 5.0 -
G~mbodia 17.7 15.0 15.0 10.0 - 1.5
hk/ea 190.0 160.0 160.0 120.0 25.0 -
Laos 34.0 35.0 35.0 35.0 -
Vietnam 135.0 135.0 135.0 110.0 20.0
Bolivia 23.0 12.0 12.0 11.0 1.0 -
Haiti 10.9 10.0 10.0 10.0 - -
West Indies 3.5 2.5 2.5 2.5 - -
LA-Civil Police 7

& ECU 1.3 2.0 2.0 - - 1.0
Escape€ Program 3.5 .0 3.0 3.0 - -
Atoms for Peace 1.7 .0 3.5 2.9 a/ - -
Overseas Freight -

Vol. Relief 2.4 2.6 2.3 2.6 - -
Inter-Reglonal - - - - - 1.0
Other - - 0.4 0.4 0.4 - -

TOTAL 537 .4 518.0 517.2 482.9 1.0 8.5

D/‘

IAEA contribution - $0.6 million - under contributions to
international organizations.,
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